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THE PURCHASING POWER OF 


RR sininistre rents were frozen at a very low level by the Office of Price 








Administration. We have made this contention time and time again in our 
reports. According to the figures compiled by the Bureau of Labor Sta- 
tistics on the cost of living, rents at the present time are 14.9% below the 
18-year average of 1921 to 1938. In contrast, all items of the cost of living 
are 14.1% above the 18-year average and wage levels are 57% above the 18-year 
average. The prices which farmers get for their products are 61% above this 
same 18-year average. 


Rent freezing has worked, in that rents have not advanced either in the 
United States or in any other country where rent freezing has been in force 
since the date of the freezing. It is the only price control which has worked 
as in all countries other prices have advanced by at least a small percentage 
‘7 - in spite of attempted controls. As inflation proceeds further the discrepancy 

between rent levels and other wage and price levels will become greater. 


On pages 42 to 45 of this report we have charted the problem of rent con- 
trol from a different angle. On these pages the fluctuations in rents for 32 
cities are charted not in dollars but in terms of what they will buy at the 
time in general commodities and services. To the widow whose income consists 
of the rent received from a tenant, the primary consideration is not the dol- 
lar level of rents but the purchasing power of the rent money she receives in’ 
terms of the commodities and services she must buy. if rents remain fixed 
while all other elements of the cost of living go up, her standard of living 
must go down. 





On these charts in blue we have shown the way the purchasing power of 
rents in each city has risen and fallen since 1913. The red line repeated on 
each chart shows the average of all cities so that it can be seen quickly 
whether a particular city has faired better or worse than the average at any 
particular time. The large chart shows the average of the 32 cities on the 
purchasing power of rents and in contrast shows the purchasing power of wages 
over the same period. This chart would clearly indicate that the wage earner 
’ has constantly increased his purchasing power at a rate which has averaged 
better than 2% per year. From 1932 on the purchasing power of rents has de- 
clined by an average of more than 23% per year. 


The owner of real estate was ina very unfavorable position in 1918, 
1919 and 1920 as the purchasing power of the rent he received was very low. 
From 1920 to 1922 his relative position increased very rapidly and from then 


until 1932 he faired well. From 1932 on, however, all of the trends have been 
(Continued on Page 40) 
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THE FEDERAL PUBLIC DEBT 


OT bneing New Dealers, we find it very difficult to understand figures in 
EN 22s of dollars. On January 15 the Federal public debt totaled 
$166,407,721,000. This amounted to $4,550 for each of the 36,600,000 
families in the United States. It should also be re- 





> 
membered that city, county and State debts must be added | 
to this total. In most communities this would add about ss oe 
$500 to the total. 


There are several groups in the United States which 
are trying to lull our fears regarding the size of the 
public debt. One group, represented by Secretary of the 
Interior Ickes, would lead us to believe that the nation- mn 
al wealth is so great that our present indebtedness is 
insignificant. in comparison. In the American Magazine ° 
last August he said that the wealth of the United States 
was twelve trillion, twenty-three billion dollars. This i. ard oo 
would be equivalent to $329,000 per family and, were his 
figures true, a debt oft $5,000 per family would be of [| 
little importance. If the figures, however, of all other 
groups who have figured the national wealth are correct, 
and some of them have been government departments, Mr. 
Ickes' figure is about $320,000 too high, as the average 
wealth per family is probably rather close to $9,000. 
































The low point in the Federal debt per family since 
1850 was in 1857, when it amounted to $2.19. As a result 
of the Civil War a peak was reached in 1865 of $418.50. 



















































































This amount was steadily reduced until 1915, when the av- 2 
erage Federal public debt per family was $53.40. As a : 
result of the First World War this climbed to a peak of J 
$1,064, By 1919 it started to decline again to $541 in 8 
1930. 
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(Continued from Page 37) 
adverse and the probability is that in terms of purchasing power rents will | 
| decline still further during the war and the early post-war period. ) 


The table below shows the present level of rents expressed in terms of ' . 

purchasing power in the 32 cities arranged in order. From this table it is | 
| seen that in St. Louis the purchasing power of rents in relationship to the | 
18-year average is at a lower level than it is in any other city and in Boston |} 
it is higher than in any other city. In both Boston and New York, however, | 
where the purchasing power of rents is relatively high, it should be remem- 

| bered that the real estate tax situation is such that a large part of the | 
| rents is taken in taxes, still leaving real estate in a very unfavorable posi- | 
| tion. Portland, Oregon, with a purchasing power of rents of 74.6 on our in-/! 
| dex, is the average of the 32 cities. 


et pee ee EEE 


Kansas City, Mo. 74.8 Birmingham, Ala. 78.9 
| Chicago, Ill. 75.1 New York, N. Y. 79.4 
Memphis, Tenn. 75.2 Indianapolis, Ind. 80.1 
Seattle, Wash. 75.2 Minneapolis, Minn. 80.5 
| Cleveland, O. 75.8 Houston, Tex. 80.6 
; Denver, Colo. 75.8 Washington, D. C. 80.7 
lanta, G Cincinnati, 0. 76.7 Portland, Me. 81.8 
| Ne Mobile, Ala. 76.8 Detroit, Mich. 81.9 
Portland, Oreg. 74.6* Philadelphia, Pa. Ti om Buffalo, N. Y. 82.0 
| Scranton, Pa. 74.7 Richmond, Va. 77.2 Boston, Mass. 82.8 
San Francisco, Calif. 74.8 Baltimore, Md. 78.8 


*Average, all cities. 


THE LIQUIDATION OF THE HOLC € 


HE chart below shows’ the experience of the Home Owners' Loan Corporation 
| from 1935 through October of 1943. During this period the HOLC had to ac- 
quire almost 200,000 properties. Until the spring of 1939 properties were 


being acquired faster a 
than they were disposed 249. 4OLC PROPERTIES ACQUIRED, 














of. Since that time, 230}, _SOLD, AND HELD 
however, sales have been 220) | 
at a more rapid rate than 210 
acquisitions. At the y200- 
peak the HOLC owneq ! !90;— 
slightly more than 90,000 ; 
properties. This had WwW!’ 
been reduced to 12,744 in Ae PROPERTIES ACQUIRED 
December of last year. © 40 
The HOLC has now sold .. 130 
more than 180,000 proper- 6 ;a9|_ _| PROPERTIES SOLD 
ties. “) 110 
0 100 

The chart shows the ¢ 90 
evidence of the pressure Y 80}—— i eee 
being put on the HOLC to 9 70 
liquidate. Disposals of . 60 
properties during’ the Sor 
past year have increased wip % 
to the point where the ” 
number of properties sek 
still held has’ shown a ” 5 “3 
very sharp drop. i935 1936 1937 1938 1939 1940 i941 1942 1943 1944 
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PERCENTAGE ABOVE OR BELOW YEAR AGO 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 





_ FHA FINANCING 
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\F RENTS IN 32 CITIES 
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POST-WAR POPULATION PROBABILITIES 


| N February 26, 1943, Real Estate Analysts, Inc., published a map classi- 
C) vine all metropolitan areas of the United States on the basis of their 

probabilities of increasing or holding population in the post-war period. 
This was based on the work of Philip M. Hauser of the Bureau of the Census. 
'Dr. Hauser has since revised his original study on the basis of the new popu- 
lation studies of the Bureau of the Census from war rationing cards. The map 
to the right shows the revised rankings. 


In arriving at these rankings, Dr. Hauser. depended primarily on the 


theory of "momentum," that is, -if a metropolitan area has developed a consis- 


tent rate of population growth in the past and if that rate has continued dur- 
ing the war period, he assumes that it will probably continue in the post-war 
period. No criteria other than actual population records were used. 


We believe that in most cases these rankings indicate the actual trends 
which will develop but they are too optimistic on the post-war probabilities 
of a few cities which have gained tremendously during the war period. While 
we would agree, for instance, that San Diego will be a larger city in the 
post-war period than it was in the pre-war period, we believe that it will ex- 
perience heavy population losses at the end of the war. 


The explanation of the various symbols is as follows: 


A-1: Those areas which have grown most rapidly since 1940 and in the 
preceding period and which are, therefore, on the basis of past growth alone, 
adjudged to have superior prospects of retaining wartime growth. 


A-2: Those areas which grew at above average rates during the course of 
the war and in the preceding period and which are adjudged, therefore, to have 
excellent prospects of retaining wartime population growth. 





| A-3: Those areas which grew at above average rates during the course of 
the war, with moderate increase in the preceding period, and which are be- 
| lieved to have good prospects for retaining wartime population growth. 


B: These are the metropolitan areas which have grown most rapidly since 

the onset of the war but at a substantially lower relative rate in the preced- 

| ing decade; and whose wartime growth is expected, therefore, to be transient 
unless successful efforts are made to convert their wartime facilities. 


C-1: Those which lost population or increased relatively little during 
the course of the war but which grew at above average rates between 1930 and 
1940 (and in most cases between 1920 and 1930) and which are, therefore, be- 
lieved to have excellent post-war prospects of "coming back." 





C-~2: Those which lost population or increased relatively little during 
the course of the war and between 1930 and 1940, but which grew at relatively 
rapid rates between 1920 and 1930; and which, therefore, are believed to have 
fair prospects of "coming back" in the post-war period. 


OE SP AE RSS > AEN 


D: -These are the areas which lost population or grew relatively little 
during the war and lost in each of the two preceding decades. They probably 
j will not recoup their losses in the post-war period. 
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POST-WAR POPULATION PROBA 
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BILITIES IN METROPOLITAN COUNTES 


iY ROY WENZLICK & co 
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DWELLING UNITS CONSTRUCTED IN 48 STATES 





HE number of new family accommodations built in all nonfarm communities of 
the 48 states 
Cumulative totals and twelve month moving totals for 1942 (blue) and 1943 
| (red) are given. 


JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 

JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


I926 = 100 


INDE xX 


MONT HLY 


I94 1942 


412 345 
43.7 $1.3 
60.2 22.7 
rS2 58.7 
0.7 60.6 
Vie 46.3 
74.6 26.7 
69.8 27:5 
67.C 40.4 
56.2 32.2 
46.6 30.4 
32.0 364.3 


WHOLESALE BUILDING MATERIAL 


THOUSANDS OF UNITS 


I944 


15.5 
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CUMULATIVE 


1942 


34.5 
85.8 
138.5 
198.2 
258 8 
305. 
331 8 
J39 3 
399.7 
431.9 
462.3 
496.6 


1944 


15.5 


and the District of Columbia is shown in the table 


12 MONTH 


pelow. 


MOVING TOTAL 


1942 


708.5 
716.1 
708.6 
693.1 
683.0 Lie 
652.1 
604.2 
561.9 
535.3 
S113 
495.1 
496.6 


PRICES 





1944 


321.4 























FEBRUARY 
1944 
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THE OUTLOOK 


URING the past two months I have been on the road almost continuously, 

traveling more than 8000 miles and speaking in cities widely scattered 

through the East, South, North and West. After each talk there has been 
an open forum session in which many questions have been asked. I have kept a 
record of these questions and I am listing below those which occurred most 
frequently, with the opinion I expressed. I say "opinion" advisedly because 
many of these questions cannot be answered on any other basis. I have omitted 
questions in this list that have been discussed in great detail in our regular 
reports or on which I expressed opinions in our forecast issue for 1944, 


1) Many people are apparently worried about the post-war depression - 
whether it would be longer after this war than after World War I and how soon 
it would follow the termination of the war. My guess is that’ the first de- 

& pression which follows the present war will start within a year to two years 
after the war is over, will probably last for a year and one-half to two 
years, will probably be sharper than the depression of 1920-21 but not com- 
parable in any way with the depression of the 1930's. This depression will be 
followed by a very prosperous period lasting for some eight to ten years. 


2) I found some people wondering how an early peace might affect busi- 
ness. It seems to me that whenever peace comes, some businesses will neces- 
sarily undergo a major readjustment. There will be sufficient buying power in 
the market, however, at that time to provide a market for other goods and 
services sufficient to absorb the employees immediately released from war 
work. It will probably take from two to three years to demobilize our Armed 
Forces down to a peacetime strength of two and one-half million. An early 
peace would release some basic materials that are now in Government stock 
piles, and reconversion could proceed at a rapid pace in many lines, bringing 
on a general business boom. 


3) The post-war price situation is apparently worrying many businessmen. 
I was asked many times what I thought the Government's attitude would be in 
the early post-war period on price controls. Would they be removed or would 
the Government attempt to control the price structure in the post-war period? 
My guess is that the Government will attempt to continue price controls and 
rationing in the early post-war period and, much as I disagree fundamentally 
€ with the desirability of a planned economy, I can see considerable necessity 
for removing the present controls gradually. I believe, however, that it 
makes little difference what the Government intends to do with the price situ- 
ation in the post-war period. I believe that they will find it impossible to 
enforce rationing and price controls after war enthusiasms have abated. While 
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we all realize that the black market exists at the present time in considera- 
ble quantities, the average American citizen is attempting to comply with ra- 
tioning rules and price control requirements through patriotism and his desire 
to help the war effort. As soon as the war is won, however, rationing and 
price controls to the average citizen will be as obnoxious as_ prohibition 
proved to many after the First World War. The black markets will spread so 
rapidly that effective price control will be impossible. 


4) People everywhere are wondering about the size of the national debt 
and about the dangers of inflation. The various theories which have been ad- 
vanced by New Deal enthusiasts that the size of the national debt is not im- 
portant as "we owe it to ourselves" have apparently made little impression on 


the general public. I was asked in every meeting how we would ever pay it 
off. It seems to me that there is only one way in which the national debt can 
be carried and probably eventually retired. We must maintain a high national 


income in the post-war period to keep the interest burden from being oppres- 
sive. There are many ways in which a high national income could be maintained. 
It will be necessary to have reasonably full employment but that in itself is 
not sufficient. It seems to me that we will finally solve the problem by in- 
flating the general price level, not necessarily because Washington believes 
that this would be the best solution but because all attempts to prevent pric-~- 
es from rising will fail. Everything else being equal, the national income 
will rise or fall as the general price level rises or falls. If the price 
level were to double within a reasonable time, if all other factors remained 
the same, the national income would also tend to double. It seems to me that 
the failure of price controls in the post-war period will hasten this rise in 
the price level and an increase in the dollar total of national income. If 
national income doubles due to the halving of the purchasing power of money, 
it will be just twice as easy to carry the interest on the national debt, as 
the percentage which it forms of our national income will only be one-half as 
great as it is at our present price level. It seems to me that in the post- 
war period, after the first attempts at price control have failed, the Govern- 


ment will become interested in the higher level as a method of reducing the 
debt burden. 


5) In many meetings I was asked my opinion of building volume in the 
post-war period. Many people believe that there is a tremendous potential de- 
mand for housing of all types in the United States and that this demand will 
become effective as soon as’ the war is over. Many surveys have been made in 
which the man and woman on the street were asked what they intend to do in the 
early post-war period and a very large percentage have replied that they ex- 
pect to buy or build new homes. These surveys have caused many persons to 
predict a volume of building in the post-war period greater than we have ever 
had at any time in the United States. With these opinions I am not in agree- 
ment. I will readily concede that we have come through the greatest cessation 
in building which we have ever experienced and I will also agree that many 
people have reserves in cash and war bonds sufficient to implement their de- 
sires in the early post-war period. Neither do I question the opinion surveys 
which show that a large percentage of families expect to build or buy after 
the war. It seems to me that many of these people who now indicate such de- 


sires will change their minds due to various sequences which I believe will 
develop after the war in Europe is over. 


It seems to me that these people who indicate the desire to build in the 
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great majority of cases expect to be able to build a "Miracle Home of Tomor- 
row" at a price below the cost of present housing. Certainly newspapers and 
magazine articles have encouraged this belief. Suppose, however, that in the 
post-war period the cost of building is higher than it is at the present time 
and that it costs considerably more to build a house than what a comparable 
building can be bought for on the market. Also suppose that the changes in 
house building are not as revolutionary as anticipated and that the "Home of 
Tomorrow" they actually find at that time looks very much like the home of 
yesterday. It seems to me that under these conditions the prospective home 
builders will become buyers of existing homes. Of course, after existing 
homes have been purchased in sufficient quantities the shortage causes the 
price of existing houses to rise and the rise will continue during the infla- 
tionary period until the point is reached again where a house can be built for 
less than the amount it will sell for. Then the post-war building boom will 
really get under way. I think it is probable that during one or two years of 
this building boom we will build at a slightly more rapid rate than we did at 
the peak in the 1920's. But let us remember that the past peak was 937,000 
nonfarm dwelling units in the top year, and let us not forget that many cities 
in the post-war period will not regain some of the population they have lost 
and that others which have gained very heavily during the war will lose part 
of the gain. Let us also remember that the rate of population growth in the 
post-war United States will be slower than it was in the twenties and very 
much slower than it was in the building booms of the early seventies, late 
eighties, or the early 1900's. A city whose population increased by 15% or 
20% during the war may lose one-third to one-half of this gain. This will re- 
lieve some of the pressure for housing accommodations but I believe that a 
considerable volume of building will still be done in such a city in the post- 
war period. The city, however, which has lost 10% of its population, even 
though it regains one-half of its loss, will still find that it has adequate 
housing accommodations without the shortage which would drive rents and values 
of existing buildings to high levels. If rents and values do not rise and if 
construction costs do, in these cities a new building will not be worth what 
it costs to build and relatively little new building will take place. 


6) Some building material supply men in several different cities asked 
me whether I believed that the reconstruction of Europe could be accomplished 
with native materials, equipment and manpower or whether the facilities of the 
United States would be needed to rebuild a large portion of European cities 
and towns. If so, would the demand be great enough to cause a shortage in the 
United States of many building materials in the early post-war period. It 
seems to me that as long as the war continues and probably for two or three 
years of the early post-war period it will be necessary for the United States 
to send tremendous quantities of lumber and other building materials to Europe 
and some to Asia. We will be very much interested in fostering the establish- 
ment of stable governments in conquered countries and unless a certain amount 
of rehabilitation can be achieved in devastated areas in a relatively short 
time, these countries will undergo revolutions which may completely destroy 
any possibility for this war to have any permanent effects in the stabiliza- 
tion of the world. If Europe undergoes a period of terror in the post-war pe- 
riod, the chance of being able to establish a world order in which extremely 
large armies and navies are unnecessary is gone. 


At the present time we are shipping tremendous quantities of lumber to 
Europe and Asia, and in my opinion these shipments will continue for at least 
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two years after the war. Even though all consumption and export of lumber 
ceased, our inventories are so depleted that at the present rate of production 
it would take some five to six months to return to the level of 1941. I be- 
lieve that lumber is going to be a critical material for a longer period than 
any of the other raw materials and that this situation will retard building in 
the early post-war period. 


7) Throughout many of the large cities of the United States I found ap- 
prehension regarding the place of public housing in the construction picture 
after the war. In my opinion this apprehension is justified. If building 
costs are going to be higher in the post-war period and if rent controls are 
held until the war is over, rents and values on existing buildings will not 
rise rapidly enough or soon enough to justify new building under private init- 
lative in the early post-war period. Washington is full of Public Housers and 
any retardation in the resumption of private building after the war will be 
used as an excuse by these Public Housers for a large Government program of 
subsidized housing under the guise of creating employment during the transi- 
tion period. If public housing is allowed, however, to go forward in any 
large quantities in the post-war period, relatively little private building 
will be done. The best protection against a large socialized program will be 
a reluctant Congress but if any great volume of unemployment develops in the 
early post-war period it will be quite difficult for Congress to withstand the 


Public Housers!' pressure. 
ROY ZLICK 
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The preliminary figure for real estate activity in 

REAL ESTATE ACTIVITY January 1944 was 27.3% above the long-term comput- 

ed normal. This shows no change over December but 

is slightly below November of last year. It compares with 5.5% below normal 

in January 1943 and 14.2% above normal in January 1942. At the low point in 
1933 real estate activity was 46.5% below normal. 


It should be remembered that all figures used in our reports are cor- 
rected for seasonal fluctuations. If this were not the case certain months 
would always be high while others would always be low. In corrected figures 
an increase means that considering the relative importance of the various 


months, the figures have either shown a gain or a loss over what would normal- 
ly be expected. 


Real estate mortgage activity dropped slightly in 

REAL ESTATE MORTGAGES comparison with Decemker but is still above the 
level of the first six months of 1943. Mortgage 

& activity in January was 44.4% below the long-term computed normal, which com- 
pares with 51.7% below in January 1943 and 35.0% below in January 1942. The 
highest point reached in the recent past was 22.2% below normal in September 
1941. The drop in mortgage activity is, of course, due to the fact that prac- 
tically no new construction is going forward and the refinancing of existing 


buildings is not proceeding at a rapid enough pace to offset the drop in new 
construction. 


During January new building proceeded in nonfarm 

RESIDENTIAL BUILDING areas at a rate equivalent to 15.5 new family ac- 

commodations per thousand families per year. This 

compares with a level of 16.9 in December, 24.7 in January 1943 and 34.5 in 
January 1942. 


Building will drop steadily during 1944 as insufficient lumber is avail- 
able for any residential building which is not absolutely essential for the 
war effort. The shortage of lumber will become more acute as the year devel- 
ops. 


We now have very little lumber still in inventory. In retail and whole- 
sale stocks and at the mills there are approximately six billion board feet of 
lumber. This compares with 17 billion board feet of lumber in inventory in 
1941. During the year, consumption will exceed production and inventories 
a will be further reduced, but they have gotten to the point where very little 
additional reduction can be made. 
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The cost of building the standard six-room frame 
BUILDING COSTS residence in St. Louis in February was $7581. 
This cost has not changed during the past four 


months. It compares with $7444 in February 1943 and with $7682 in February 
1942. 


This cost is largely theoretical, however, as it would rise sharply were 
any volume of building possible in the present market. The fact that practi- 
cally no building is going forward prevents rapid rises in building wages 
which would take place were even a small volume of construction available. 


In December general business activity in the U- 

BUSINESS ACTIVITY nited States when corrected for seasonal fluctua- 

: tions showed a further drop. Industrial produc- 

tion lost most of the gain which it had made since July of 1943. It is our 
opinion that industrial production during 1944 will not be able to climb to 
the peaks of 1943 and that by the end of the year it will be approximately 20% 
below the 1943 peak. Additional inductions into the Armed Services will pre- 


vent any excess unemployment, but the manpower shortage will ease slightly 
as the year progresses. 


The foreclosure rate dropped further during Decem- 


FORECLOSURES ber (the last figure available)to an all-time low, 
even lower than the figure of October which set a 
record up to that time. In December there were 5.6 foreclosures per hundred 


thousand families. This compares with 84.6 in the early part of 1933, the 


peak in the depression of the 1930's. Foreclosures will probably drop still 
lower during the year. 


Our rent index still stands at 75.4% of the 1923 

RESIDENTIAL RENTS level. This index has not changed since October 

of 1942 and in our opinion will not change until 

the end of the war. Rent control will not be modified in any important fash- 
ion as long as the war continues. 


The preliminary figure for wholesale prices for 

WHOLESALE PRICES February shows them to be 3.2% above the 1926 lev- 

el. This compares with 1.9% above in January 1943 

and 4.0% below in January 1942. The lowest point was in the first part of 
1933 when prices were 40.2% below the 1926 level. 


Many price rises are not reflected in the index, however, as they consist 
in quality deterioration and in the withdrawal from the market of cheaper 
grades of materials. Some price rises are also concealed by subsidies. 
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